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Chapter Ins 45

BUSINESS TRANSACTED WITH PRODUCER CONTROLLED
PROPERTY OR CASUALTY INSURER

Ins45.01  Definitions. Ins 45.05  Audit committee.
Ins 45.02  Scope. Ins 45.06  Reporting requirements.
Ins 45.03  Minimum standards. Ins 45.07  Disclosure.

Ins 45.04  Applicability; noncompliance.

Ins 45.01 Definitions. In this chapterunless the context b. Accepts insurance placements dinym nondfiliated sub
otherwise requires: producersand not directly from insureds; and

(1) “Accredited state” means a state which the insurance 2. The controlled insurgexcept folinsurance business writ
departmentor regulatory agency has qualified as meeting thienthrough a residual market faciljitgccepts insurance business
minimum financial regulatory standards promulgated and estatnly from a controlling produceia producer controlled by the
lishedfrom time to time by the national association of insurane®ntrolledinsurer or a producer that is a subsidiary of the-con

commissioners. trolled insurer
(2) “Control” has the meaning provided unde6@0.03 (13) (3) This chapter is in addition to any other law or rule which
Stats. may apply

(3) “Controlled insurer” meansa licensed insurer which is History: Cr.RegisterJuly 1993, No. 451efl. 8-1-93.

controlllled,dlrec_tly or |nd|rec’tylyby a producer . Ins 45.03 Minimum standards. A controlledinsurer
_ (4) "Controlling producer” means a producer who, directly opyay not accept business from a controlling producer and a con
indirectly, controls an insurer _ trolling producer may not place business vetbontrolled insurer
(5) “Insurer” means an insurer licensed to transact property @hlessthere is a written contract between the controfireducer
casualty insurancebusiness in this state. “Insurer” does noindthe insurer specifying the responsibilities of each péngy
include, for the purposes of this chapter: contractis approved by the board of directors of the insther
(a) A risk retention group as defined ir6€0.03 (41e)Stats.; controlling producer complies with the contract and the contract
(b) A residual market pool or joint underwriting authority oicontains at least all of the following minimum provisions:
associationpr (1) The controlled insuremay terminate the contract for
(c) An insurer owned by anotherganization and whose causeupon written notice to the controlling produc€he con
exclusivepurpose is to insure risks of the paregfamization and trolled insurer mayuspend the authority of the controlling pro
the parent oganizations afiliates ot in the casef groups and ducerto write business during the pendency of any dispagard
associationsan insurer owned by the insureds whose exclusi@d the cause for the termination.

purposeis to insure risks of membergamizations or groument (2) Thecontrolling producer shatender accounts to the con
bersand their dfliates. trolled insurer detailing all material transactions, including ifor
(6) “Policyholder surplus” means capital and surplus. mationnecessary to support all commissions, gearand other

(7) “Producer” meansan insurance broker as defined by de€sreceived byor owing to, the controlling producer
628.02(3), Stats., or any other person who, for any compensation,(3) The controlling producer shall remit all funds due under
commissioror other thing of value, acts or aids in any manner € terms of the contract to the controlled insurer on at keast
soliciting, negotiating or procuring the makirg any insurance monthly basis and funds shall be due so iramiums or instail
contracton behalf of an insured other than the person. mentscollected are required twe remitted no later than 90 days

History: Cr. RegisterJuly 1993, No. 451eff. 8-1-93. after the efective date of any policy placed with the controlled
insurerunder the contract;

Ins 45.02  Scope. (1) This chapter applies only tosurers ~ (4) All funds collected for theontrolled insurés account
which are domiciled in this state or which are domiciled in a staéallbe held by the controlling producer in a fiduciary capacity
thatis not an accredited state or which does not havésicteflaw in accounts in one or more financial institutions that are members
whichis substantially similar to this chapter of the federal reserve system, except the contract may provide that

(2) (a) Except as provided by pép), ss.Ins 45.03t045.06 fundsof a controlling producer not requiréalbe licensed in this
applyonly if, in any calendar yeathe aggregate amount@foss statemay be maintained icompliance with the requirements of
written premium on business placedth a controlled insurer by the controlling produces state of domicile.

a controlling producer is equal to or greater than 5%hef (5) The controlling producer shall maintain recordsbofst
admittedassets of the controlled insures reported in the cen nesswritten for the controlled insurevhich are separate from the
trolled insurets quarterly statement filed as of Septen®@0f recordsof other business.

the prior year _ o (6) Thecontract shall not be assigned in whole or in part by the
(b) If both of the following are complied with, $8s 45.030  controlling producer
45.06do not apply: (7) The controlling producer shall obtain and adhere to the
1. The controlling producer: controllinginsurets written underwritingtandards, rules, proce

a. Places insurance only with the controlled insumeonly  dures, manuals setting forth the rates to begelthiand theondk
with the controlled insurer andnaember of the controlled insur tionsfor the acceptance or rejection of risks, rates and conditions
er's holding company system, or the controlled insarparent, andthe standards, rules, procedures, rates and conditions shall be
affiliate or subsidiary and receives no compensation based ugbasame ashose applicable to comparable business placed with
theamount of premiums written in connection with theurance; the controlled insurer by a producer other than the contratiiog
and ducer.
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(8) Therates and terms of the controlling prodis@ommis (c) A controlling producer not otherwise subject ttns.45.03
sions,chages orother fees and the purposes for thosegdsaor underpar () or (b) is subject to dns 45.03after September 30,
fees.The rates of the commissions, des and other fees shall bel994.

no greater than those applicable to comparable busplesed (2) A contract between a controlling producer andatrolled

with the controlled insurer by producers other than controllinghsurerwhich violates slns 45.03is enforceable against the pro
producersFor purposesf this subsection and su@) “compara  duceras if it conformed to $ns 45.03

ble business” includes, but is not limited to, the same lines ofuistory: Cr. Register July 1993, No. 451ef. 8-1-93.
insurancesame kinds of insurance, same kinds of risks, similar
policy limits, and similar quality of business. Ins 45.05 Audit committee. Every controlled insurer

(9) If the contract provides that the controlling prodpoer shallhave an audit committee of the board of directors composed
insurancebusiness placed with thesurer is to be compensated of independent directors. The audit committee shall annually meet
contingentupon theinsurets profits on that business, the contrac/ith management, the insuterindependent certifieghublic
shallalso providethat the compensation shall not be determinegfcountantsand an independent casualty actuanan indepen
andpaid until at least 5 years after the premiums on lialilgyr ~ dentloss reserve specialist approved by the commissitmeat
anceare earned and at ieast one year after the premiums are eafrf@nimum, review the adequacy of the insladoss reserves.
on any other insurance. The contract shall provide that the comfistory: Cr. Register July 1993, No. 45]efl. 8-1-93.

missionsmay not be paid until the adequasthe controlled 5 45 05 Reporting requirements. In addition to any

insurer'sreserves on remaining clairas been independently s eserve certification required underiss 50.30 (L)a con

verified ““‘?'ef sins 45.06 (l)_ . . . trolled insurer shall annuallyrior to April 1, filewith the com
(10) A limit on thecontrolling produces writings in relation missioner:

to the controlled insurés policyholder surplus and total writings.

Theinsurer may establish a fdifent limit for each line or sub-line : T
> : ; .~ otherindependent loss reserve specialisb is acceptable to the
of businessThe controlled insurer shall notify the controlllngc mmissionerreporting loss ratios for each line of business-writ

producerwhen the applicable limit is approached and shall n ; :
acceptbusiness from the controlling producer if the limit iqf) nand attesting to the adequacy of loss reserves estakieshed

: ; Josses incurred and outstanding as of each calendar year—end on
reachedThe controlling producer shall not place business wi h P
the controlled insurer if it has been notified by the controlle ndafter December 31, 1993, including incurred but not reported,

insureror knows or reasonably should know that the limit has business placed by the producer, angl . .
beenreached. (2) A report of the amount of commissions paid to the pro

(11) Thecontrolling producer may negotiate but may not bin L:i(t:teerr’;[ 21?1(5) ecgcggzgﬁléhgggnuonﬁggﬁj%rgrscgmggengg%r%n ;:)Tgon
reinsuranceon behalf of the controlled insurer on business tq

- - . olling producers for placements of the same kinds of insurance
controlling producer places with theontrolled insurerexcept ; : '
that the controlling producer may bind facultative reinsuraanﬁr calendar year 1993 and each subsequent immediately preced

- ; ; g calendar year
contractspursuant to obligatory facultative agreements ifcibre History: Cr. RegisterJuly 1993, No. 45]ef. 8-1-93:CR 05-066 am. (intr 0.)

tractwith the controlled insurer contains underwriting guidelineSegister January 2006 No. 60]eff. 2-1-06.
including, for both reinsurance assumed and ceded, a list of rein

(1) An opinion of an independerfsualty actuary or of an

surerswith which the automatic agreements are faaf the cov Ins 45.07 Disclosure. A controlling producerprior to the

eragesand amounts or percentages that may be reinsured afféctivedate of the policyshall delivemritten notice to the pro

commissionschedules. spective insured disclosirige relationship between the producer
History: Cr. RegisterJuly, 1993, No. 45]1eff. 8-1-93. andthe controlled insurer except that, if the businegddased

L . througha subproducer who is not a controlling produttex con
Ins 45.04  Applicability; noncompliance. (1) (&) A trolling producer shall retain in its records a signed statement from
controlling producer functioning withou written contract on or {he subproducer thahe subproducer is aware of the relationship
after August 1, 1993 is subject tolas 45.03 _ betweerthe insurer and the producer and a commitment that the
(b) A controlling producer which first enters into, amends &ubproducehas or will notify insureds of the relationship. The
renewsa contract on or after August 1, 1983ubject to sins  subproduceshall deliver the disclosure to prospective insureds.
45.03 History: Cr. Registey July, 1993, No. 45]eff. 8-1-93.
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